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Before the RECEIVED
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Implementation of Section 17
of the Cable Television
Consumer Protection and
Competition Act of 1992

Compatibility Between
Cable Systems and Consumer
Electronics Equipment

FEDERAL COOMUNICATIOOS COOM\SSION
CfflCE OF THE SECRETARY

ET Docket No. 93-7

COMMENTS OF THE NEW YORK CITY
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

The New York City Department of Telecommunications and

Enerqy (IICity of New York ll or "City") submits these comments in

response to the Federal Communications Commission's Notioe of

Inquiry in the above-captioned proceeding.1/

I. INTRODUCTION

On January 14, 1993, the Federal Communications Commission

("Commission") initiated this inquiry, requesting information on

ways to assure compatibility between consumer electronics

equipment and cable systems, as the first step in implementing

Section 17 of the Cable Television Consumer Protection and

Competition Act of 1992.2/ Section 17 requires the Commission

to report to Congress by October 5, 1993 on means of assuring

1/

2/

Implementation of Section 17 of the Cable Television
Consumer Protection and competItIon Act of 1992 ­
com1atibilIta§etween cable Systems and Consumer Electronics
Egu lment, a opted January 14, 1993 (FCC 9~-30)(fiereInafEer
"Not ce of Inquiry").

Pub. L. No. 102-385, 102 Stat. 1460 (1992)(hereinafter "1992
Cable Act").
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compatibility between televisions and video cassette recorders

and cable systems, consistent with the need to prevent theft of

service. Section 17 also requires the Commission to issue,

within 180 days after the date the report is sUbmitted,

regulations which assure such compatibility. The information

obtained through this proceeding will form the basis for the

Commission's report to Congress and subsequent rule making.

The City of New York welcomes this opportunity to

participate in the Commission's inquiry. In New York, we have

seen growing consumer frustration over the introduction of

converter box technology and the scramblino of cable channels.

Two of the City's largest systems, which for over twenty years

delivered unscrambled channels, are now scramblinq non-broadcast

channels, requiring many subscribers to use converter boxes for

the first time. The City's other franchised cable systems,

which commenced operations in the mid-1980s, always have used

converter boxes to deliver signals for subscriber viewing.

Thus, many of the City's over one million cable subscribers are

unable today to Ilenjoy the full benefit of both the programming

available on cable systems and the functions available on their

televisions and video cassette recorders." Allowing subscribers

to enjoy full use of their home video equipment is the goal

Congress sought in enacting Section 17, and is what the

Commission intends to achieve in adopting its regulations.3/

During the last two years, the City has pressed for action

on the national level to address equipment compatibility

issues. We have supported inter-industry cooperative efforts

3/ ~ 47 U.S.C. Section 624(A)(b)(1).
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in this area, and have urged the Commission to lead a

cooperative effort by representatives from the cable and

consumer electronics industries and local governments to work

toward developinq compatible technologies. As discussed below,

we believe the Commission should rely on such an effort to

implement Section 17.

II. BACKGROUND

The City has received a steadily increasing number of

equipment compatibility complaints from subscribers during the

last several years. In 1987, the Manhattan cable television

operators began to upgrade their systems, introducing

addressable technology and, more recently, scrambled channels.

Many subscribers have objected to the mandatory use of an

addressable converter box, olaim1nq that it renders useless

certain features of their televisions and VCRs. Many

subscribers also have complained that it is extremely

complicated -- if not impossible to watch one program while

taping another except by ordering and paying monthly charges

for two separate converter boxes.

In response to growing frustration amonq consumers, the City

has investigated problems in the compatibility of consumer

electronics and cable system equipment, and has taken a number

of steps to address these problems. As a first step, the City

has permitted the Manhattan cable operators to scramble cable

channels only if there is no state-of-the-art alternative to

prevent theft of service. The City requires the companies to

report to the City every two years regarding the development of

state-of-the-art alternatives.
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The City held a hearing in May 1991 to determine, among

other things, whether alternatives to scrambling do exist, and

to explore current and future ways to mitigate the adverse

impact of incompatible equipment on consumers. At the hearing,

government officials and representatives from the cable and home

electronics industries testified about the nature and extent of

the compatibility problem.

In November 1991, the City released a report containing its

findings and recommendations.4/ On the basis of the testimony

and other information obtained during the investigation, the

City determined that:

The use of converter boxes to descramble signals represents
state-of-the-art technolo9Y in the cable industry. It also
represents an important and necessary means to combat
extensive theft of cable service in New York.

Addressable converter box technology also offers consumers
the convenience of upgrading or downgrading their service
options without havino to wait for a technician to visit
their homes, and allows companies to offer pay-per-view
services.

The introduction of signal scrambling and converter boxes
causes certain adverse consequences for subscribers, and the
efforts of the Manhattan cable companies to mitigate the
consequences have to date been inadequate. The companies
must expand their consumer education and assistance efforts.

Greater inter-industry cooperation can produce improvements
in the area of equipment compatibility; and more extensive
participation by the Federal government would encourage the
cable and consumer electronics industries to: (1) enhance
their efforts to establish compatibility standards where
possible; (2) exchange pertinent information on research
into new technologies; and (3) assure that the public
understands the ramifications of investing in various cable
or television-related products.

In its report, the City urged the Federal Communications

Commission to expand its efforts to promote inter-industry

4/ A copy of the report is attached as Appendix A.
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cooperation on the development of cable and consumer electronic

equipment, and to proceed with the formation of an inter­

industry group of industry and local government representatives

as recommended in a letter sent earlier to the Commission from

the City in connection with the hearing.SI

Last year, the City continued to press for action on the

national level as Congress considered comprehensive cable

legislation. Congress recognized the need for such action in

enacting Section 17 of the 1992 Cable Act.61

5/ Shortly before the hearing, the City, by letter dated
April 17, 1991, urged the Commission to take steps to assure
that the cable and home eleotronics industries communicate
with each other to, at a minimum, prevent the development in
the future of incompatible teohnologies. We recommended
that the Commission lead a cooperative effort by
representatives from the cable and consumer electronics
industries and local governments to work toward developing
compatible technologies. A copy of the letter from
William F. Squadron, Commissioner of the New York Department
of Telecommunications and Energy, to Alfred Sikes, then
Chairman of the Federal Communications Commission, is
attached as Appendix B.

61 The City also has advised consumers to check with their
cable companies before investing in new television receivers
or VCRs to make sure that they are not spending money on
features that will be incompatible with or superfluous to
their cable service. And, we have pressed cable operators
to provide some means of mitigating the negative impact of
their converter boxes on subscribers. Last year, Time
Warner agreed to provide assistance by trained oompany
representatives to any consumer with compatibility problems.

We also have pressed cable equipment manufaoturers to focus
on consumer interface problems. Cable companies in the City
now are testing new "Watch n' Reoord ll converters
manufactured by Jerrold which contain two tuners and two
output channels. With these boxes, a subscriber will be
able to watch one channel while recording a second channel,
and use "picture-in-picture ll features.
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The 1992 Cable Act requires the Commission to consult with

representatives of the consumer electronio5 and cable industries

in implementing Section 17. The City of New York strongly urges

that the Commission go beyond its mandate to consult, and

establish an inter-industry working group, comprised of

representatives from the cable and consumer electronics

industries, local governments and consumer organizations, to

address long-term equipment compatibility issues. As the City

previously recommended to the Commission, this group would work

toward setting appropriate interface standards, and would help

the participating industriesand

equipment
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group we recommend could play a critical role in ensuring that

these issues are satisfactorily addressed over the long term.

In the near term, an active forum in which representatives

of all interested parties exchange information and discuss

solutions could provide invaluable assistance to the Commission,

and ultimately, to consumers.

The inter-industry group could build upon the work currently

underway by the joint Eleotronics Industry Association/National

Cable Television Association committee. Although that committee

has already begun to address compatibility issues, we believe

that that committee's objectives should be pursued on a broader

scale. As the City stated in its 1991 report:

While we agree that, over time, industry refines new
technologies to make them more responsive to consumer needs
and preferences, we believe that greater inter-industry
cooperation can produce improvements in the area of
equipment compatibility. The very existence of the Joint
EIA/NCTA Committee demonstrates that the industries
themselves recognize that some level of information exchange
and cooperation can benefit their customers. It is
apparent, however, that the Joint Committee has not
succeeded in averting that development of incompatible
equipment that in many cases has resulted in the diminution
in value of a consumer'S investment. Perhaps more
significantly, it has made no effort to help the
participating industries to advise consumers of potential
compatibility problems associated with certain equipment
purchases.

The City firmly believes that effective solutions will not be

reached unless all affected and interested groups are involved

in the process.
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The working group should include local government

representatives. Local governments are generally the recipients

of consumer complaints and inquiries regarding cable service,

and have been active in addressing equipment compatibility

issues for several years. Moreover, Congress "fully expect[ed]

the Commission to consult representatives of franchising

authorities and consumers in drafting the congressional report

and regulations ll required by Section 17 of the 199~ Cable Act.?/

Local governments, in comments submitted in this proceedinQ,

recommend specific issues which should be addressed by the inter­

industry working group. The City uroes the Commission to adopt

these recommendations,a!

7/

8/

See 131 Congo Ree, H6556 (daily ed. July 23, 1992)(statement
or-Representative Edward Markey).

See Comments of the National Association of
Telecommunications Officers and Advisors, the National
League of Cities, the United states Conference of Mayors and
the National Association of Counties (hereinafter "Local
Governments U ), dated March 22, 1993, in ET Docket No. 93-7.
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The City of New York respectfully urges the Commission to

adopt the measures recommended in these comments and the

proposals of Local Governments in this proceeding. We believe

Commission adoption of these measures anO proposals will serve

the congressional objective of assurinQ that consumers "en joy

the full benefit of both the programming available on cable

systems and the functions available on their televisions and

video cassette recorders."

Respectfully submitted,

NEW YORK CITY DEPARTMENT OF
TELECOMMUNICATIONS AND ENERGY

By: ~c- $:.1L_..........._--l~
I'tften"!.~<
Assistant Commissioner
Cable Television Franchises

and Policy
75 Park Place
Sixth Floor
New York t New York 10007
(212) 78ts-6540

Dated: March 22, 1993
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BACKGROUND AND INTRODUCTION

On May 10, 1991, the New York city Department of

Telecommunicationa and Energy (IIDTE") conducte.d a day-long

hearing at city Hall to investigate problems in the compatibility

of COnsumer electronics and cable television equipment. The

hearing was precipitated by steadily mounting consumer

frustration over the introduction ot converter box technology and

the scrambling of non-broadcast channels by the two Manhattan

cable franchisees, Manhattan Cable TV and Paragon Cable. DTE

invited representatives ot New York city'S cable operators, cable

equipment manufacturers, and the television and video-cassette

recorder (IIVCRII) industries to explore current and future means

of mitigating the adverse impact on consumers of incompatible

eqUipment.

The industry hearing followed two pUblic hearings held in

April 1991 by Manhattan Borough President Ruth Messinger in

conjunction with DTE and the New York City Department of Consumer

Affnirs. At those hearings, dozens of cable TV sUbscr1~ers,

access producers, community group leaders and staff members of

elected officials testified about a variety of cable conCQrns,

inclUding difficulties caused by the use of a converter box. Tha

converter box complaints echoed those expressed by residents of

Manhattants Upper West side at a hearing hosted by state

Assemblyman Edward Sullivan the preceding month.
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Richard Aurelio, President and Chief Executive Officer of

the Time Warner NYC cable Group, represented the Manhattan

franchisees at the April hearings. Mr. Aurelio stated that the

companies ware introducing signal scrambling and converter Qoxes

to combat thaft of service and facilitate the accessi~ility of

pay-par-view programming for consumers. He noted several other

advantages of the converter box tachnology, includinq improved

recaption, and claimed that MCTV and Paragon were doing

everything in their power to combat the incompatibility-related

problems.

Following these hearings, and in light of tha numarous

letters and telephone complaints received by DTEts Consumer

Services Division on the converter box issue, DTE decided to

convene a hearing at which expert witnesses could explain the

incompatibility issues and offer suggestions to mitig&tQ or

eliminate the difficulties. In addition, DTE sought to explore

~:ayc of ~v~~ding the recurrence of such problems, and whether

such long-term approaches should be pursued at the federal levQl.

WITNESSE~

DTE invited Councilwoman carol Greitzer, who chairs the

Consumer Affairs Committee of thQ city council and has been very

active on cable consumer matters, to lead off the hearing and

./ The testimony provi~ect at the hearing is summarized in this
report. A complete videotape of the hearing is available from the
Department of Telecommunications and Enerqy.
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provide an overview. Panels of expert witnesses reprQ9Qnting the

city's cable franchisees, cable equipment manufacturers, and

consumer electronics manufacturers followed Councilwoman

Greitzer.

DTE commissioner Bill Squadron opened the hearing by reading

a letter from Roy stewart, Chief of the Mass Media Bureau of the

Federal Communications Commia~ion. Mr. Stewart had written in

response to an inquiry regarding equipment compatibility issues

and an invitation to testify sent to the FCC. Mr. Stewart's

letter statad tnat issues surrounding compatibility among

components of television reception equipment had not, to date,

been formally raised before the Commission. The Mass Media

Bureau would be interested, however, in further details regarding

the City's proposal to dQvelop an inter-industry working group to

address long-term compatibility questions.

commissioner Squadron's opening statement also briefly

described the concerns expressed by consumers to the Department

of TclcQQmmunicQtion~ & Dnor9Y' con~umc~~ h~ve objactod to tho

mandatory use of the addressable converter box, claiming that it

eliminates many of the features on their recently-purchased

televisions and VCRs -- features like on-screen programming that
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induced them to purchase state-of-the-art equipment. The

introduction of converter boxea and signal scrambling- will make

it extremely complicated (and 1n some cases, impossible) for a

typical viewer with a single television and a single VCR to wa~ch

one program while taping another except by ordering -- and paying

monthly charges for -- two separate converter boxes.

councilwoman Greitzer

Councilwoman carol Greitzer stressed that she was not only a

Manhattan Cable TV SUbscriber but that she also represents

numerous cable-customer constituents who have "expressed their

unhappiness to me.~ Councilwoman Greitzer touohed on the service

changes being introduced by MCTV and paragon Cable. She

contendad that the changes are disruptive, unnecessary, and,

above all, will result in inoreased costs to subscribers above

the rate increases that want into affect saveral months earlier.

The Councilwoman's statement also addressed cable-ready

t~levi5ion sets with their own remote controls th~t are currently

•• / currently, the so-called premium ~Qrvices such as Home Box
Office or Showtime are scramble~, an~ subscribers who purchase at
least one premium service already have converter boxes in place.
In the Paragon area, for example, approximatelY half ot the
company's 170,000 customers subscribe to a premium service. Both
Manhattan companies plan, however, to scramble all but the Basic
Service channels at the end of 1992, when the system upgrades are
completed. The only unscrambled signals at that time will be the
over-the-air broadcast channels, the access channels, and C-SPAN;
such cable networks as CNN, MTV, and ESPN that are not currently
scrambled will ba, requiring the converter box for reception.
Virtually all cable SUbscribers in Manhattan will therefore require
a converter by 1993.
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in use by many cable subscribers. She stated that, with the

change in service; all sUbscribers will be forced to have at

least one converter box, plus -- in many cases -- pay for a new

remote control device provi~ed by the cable companies.

no.'3'a.rd:ln~ tho theft of:. tit~L V i",,,,, IJLvlJ1t:::~1I, CUYUul.lWUUlClIl

Greitzar suggested that the cable companies ~hould employ or

develop alternative means of dealing with this matter thAt do not

involve penalizing the consumer. According to a survey conducted

by her office in Manhattan, many cable customers only acquired

cable service to improve reception of over-the-air broadcast

channels.

C,,;ble Operators

The cable company panel consisted of Richard Aurelio,

President or the Time Warner NYC Cable Group, which has complete

or partial ownership of 6 of the 9 New York City franchisees; Dr.

Walt ('JJ~iQra, Vice President ·of Technology for American

Television communications Corporation ("ATC") & Time Warner NYC

Cable Group; Sheila Mahony, Vice President, Cablevision systams

Corporation (holder of 2 city cable franchises); and Wilt

Hildebrand, Vice President of Engineering for Cablevision

Systems.

This panel disagr~ed with much of Councilwoman Greitzer's

testimony, denying that the channel scrambling, convarter boxes,

and remote control charges were driven by the cable companies'

desire to raise revenue at the consumer's expense. Mr. Aurelio
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stated that converter box technology was essential to reduce the

high incidence of theft in Manhattan, which Time Warner random

audits place at approximately twenty percent. He noted that

other consumers were unfairly sUbsidizing this theft and that the

city was being improperly deprived of franchise fees. He

asserted that converter boxes would improve reception, in part by

eliminating the reception problems caused by people in apartment

buildings unlawfully tapping into the cable line. Other

benefits, according to Mr. Aurelio, are the increased access to

pay-per-view programming and the company's ability to change

service tiers without tho inconvaniencG to the consumer of a home

visit.

In response to questions concerning Time Warner's efforts to

educate consumers on the operation of VCRs and the new converter

box, Mr. Aurelio stated that the Time Warner companies air an

instructional tape, on an ongoing basis, Which explains how to

operate the VCR with the c~nverter. In addition, company

technicians often advise sUbscribers on VCR usage when installing

the converter box.

Dr. Walter ciciora likened the technological complexitie5

and resulting consumer frustration occurring in the cable

industry today to the introduction of other new technologies that

required time and indu~try adjustment to gain wideapread consumer

acceptance and comfort. Dr. ciciora observed that Time Warner is

developing electronic programs which make the usa of cable
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equipment ana VCRs easier and more conaurn~r-friendly.

Sheila Mahony discussed tha transition period during which

consumers become comfortaols, over time, with new electronic

equipment. She stated that Cablevision had not received many

complaints from its customers in the Bronx or Brooklyn regarding

the impact of the company's converter box on .their television

sets and VCRs.

Wilt Hildebrand expanded on the experience that Cablevision

has had with its customers in Brooklyn and the Bronx. He

described how Cablevision technicians explain to the consumer how

to use the converter box and VCR at the time of installation.

His testimony -- and the evidence overall -- indicated that

customers in other boroughs have not objected to the converter

box and its adverse consequences nearly as much as Manhattan

SUbscribers who have had cable for more than a decade without a

converter. Outside Manhattan, subscribers have nothing with

which to compare their converter-basad cable service.

Mr. Aurelio addressed concerns regarding the information

provided to subscribers about the introduction of the converter,

particularly the two-dollar monthly charge for an optional remote

control device with basic service. He stated that Time Warner

technicians were directed to disclose all charges fully,

including the twenty-f~ve dollar deposit par converter box in

Paragonls territory. Mr. Aurelio said that the handbook

contained all the information a consumer needs concerning

equipment U5e and pricing, but that consumers do not want to hear
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about the technology because it is too complex. He explained

that most people do not want to contend with such compleXities.

Mr. Aurelio testified that he did not believe the conaumer

dissatisfaction with the converter box to be as extensive as

Councilwoman Greitzer suggested, noting that "only elevan" of the

witnesses at the April hearings in Manhattan addressed the

incompatibility issue.

In response to a suggestion that Time Warner assist

consumers with their equipment during the transition of the

upgrade by offering additional service calls free of Charge, Mr.

Aurelio said he would review the matter.

All witnesses discussed the need to scramble all non­

broadcast channels to combat theft of service. Ms. Mahony and

Mr. Hildebrand stated that theft of service is not as pervasive

in caDlevision's franchise areas as it appears to be in Manhattan

(where converters and scrambling are only now being introduced),

h,~ s~id that Cablevision does have a special security group

pursuing the thefts that do occur. The cable industry

anticipates that descrambling will be built into TV/VCR systems

within 20 years.

Cable Equipment Manufacturers

A four-member panel of televis10n hardware manutacturer~

testified at the hearing. The panel consisted of Dan Moloney,

Director of Marketing for ~errold Division, General Instrument

corp.; Gary Trimm, Vice President for SUbscriber Products,
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Scientific Atlanta, !nc.; Richard Annibaldi, Product Development

Manager, Pioneer Communications of America, Inc.; and Vito

Brugliera, President of Marketing & Product Marketing-Consumer

Electronics, Zenith Electronics Cable Products Division.

The first witness, Dan Moloney, addressed the tacnnological

advances in the consumer electronics industry and the necessity

to integrate products with existinq capabilities. Mr. Moloney

said that there will be no single solution to this problem but

that there is an ongoing dialogue between the various arms of the

industry which will benefit consumers.

Mr. Richard Annibaldi testified about the advantaqes of the

addressable converter. He said that the addressable

converter/descrambler is the most cost-effective solution for the

security/flexibility dilemma. As program options continue to

grow, subscribers make frequent changes in their programming mix.

Without a converter box, these changes require the cable operator

to send c~t ~ teChnician to make the necessary adjustments to the

sUbscriber's cable equipment. This arrangement is costly to the

operator, and ultimately to the sUbscriber as the cost is passed

along. It also causes the inconvenience of scheduling

appointments for entry to the sUbscriberls premises.

Mr. Annibaldi did note, however, that 6crambling does place

some restrictions on the subscriber's use of cable signals.

BecaUse only one cable channel can be selected at a time by a

single converter/dascrarnblar, it is not possible to view one
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scrambled channel while simultaneously using a VCR to tape

another scrambled channel. Mr. Annibaldi stated that use of an

antenna and the appropriate AlB switch can at least permit

viewing non-scrambled, over-the-air broadcast stations, for

example, while taping a cable channel.

Mr. Annibaldi claimed that state-of-the-art addressable

converter/descramblers have improved considerably, and now offer

a variety of consumer features which enhance their use,

including:

o wireless Remote Control

o Volume oontrol (inoluding muting)

o VCR ~im.r8 (tor mUltiple proqram.)

Q Favorite Channe1 Racall

o Last Channol Reoall

o Impulse pay per view

o Universal Remote Controls

o VCR progrmmminq Ai4s

Mr. vito Brugliera noted that his company, Zenith, both

manufactures television sets and supplies addressable converter

systems to the cable industry. He testified that the dramatic

advance of technology has outstripped the ability of the market

to replace consumer electronic products. statistics show that 92

million households contain 170 million TV receivers and 70

million VCRs. Moreover, zenith estimates that more than 70% of

its color TVs built since 1961 are still in service, although
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these older sets may no longer be the primary TVa in the home.

Mr. Brugliera contended that cable operators and equipment

manufacturers "devote considerable resources to develop

economical technologies that will serve the cable customer and

provide the entertainment, eduoational and informational benefits

that cable is able to offer. In any advanced, cable system there

are three key technology concepts that the cable operator must

have to provide those benefits as efficiently as possible:

access, control and security.1I Mr. Brugliera elaborated on

these three concepts:

Access! "Access t
• allows cable subscribers to tune the channels

on a cable system. Even though there eKist millions at "cable

compatible" televisions in homes nationwide, there are also

millions of sets, including early cable compatible models, that

are not capable of tuning all of the cable channels used by

p~rticular cable systems! The cable operator must, pr.,v1.riPi ~oma

means for the subscriber to receive all the cable channels on

television receivers with limited tuning capability. According

to Mr. Brugliera, the set-top converter box is the most efficiant

means of accomplishing this objective for o14er receivers.
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Control. with respect to control, Mr. Brugliera echoed the

testimony or Mr. Annibaldi regarding the consumer's enhanced

ability to upgrade or downgrade programming services with the

converter box. According to Mr. Brugliera, "this addressable

technology becomes more important as the choice of programming

expands ......

SecYrity. Mr. Brugliera's third cable technology concept,

security, involves cable signal theft. In the menu offered by

cable: Gp~r,:}tors, subscribers may decline certain programming

up~ions because of cost or content. ca~le operators scramble

such signals so that these subscribers are not able to view them.

Unfortunately, piracy of these scrambled signals rQBults in a

loss of revenue to the cable company, which, according to Mr.

Brugliera, ultimately results in honest subscribers SUbsidizing

the pirates. Each year, cable operators nationwide lose an

8Fit:lm1.\1-:f'lIo $'1 b,11jol1 ,in r.evenue from theft of service. Mr.

Brugliera stated that this loss translates into a $150 million

lost to municipalities in franchise fees.

Mr. BrUgliera testified that the battle between cable

piratQs and the cable industry has raged for years, with thQ

indu~try ~harpening its security techniques as the thieves hacoma

more sophisticated. C~ble technology experts consider the

converter box to be the state-of-the-art means of combatting

theft because there is no unscrambled signal outside the home for


